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FOREIGN POLICY AND NATIONAL SECURITY
IMPLICATIONS OF OIL DEPENDENCE

THURSDAY, MARCH 22, 2007

HOUSE OF REPRESENTATIVES,
COMMITTEE ON FOREIGN AFFAIRS,
Washington, DC.

The committee met, pursuant to notice, at 10:04 a.m. in room
2172, Rayburn House Office Building, Hon. Tom Lantos (chairman
of the committee) presiding.

Chairman LANTOS. The committee will come to order. The United
States is gorging itself on oil from overseas, a diet that is both
unsustainable and unhealthy, and it seriously weakens our Nation.

With 5 percent of the world’s population, we are using fully one-
quarter of the oil consumed on this planet. Worse yet, the bulk of
the stuff is under the soil of hostile or despotic states, and to get
ho%d of it we are making compromises that undermine our foreign
policy.

Anyway you slice global oil production along political lines, the
picture is bleak. The nonprofit, nonpartisan NGO Freedom House
reports that over half of the world’s oil rich countries are not demo-
cratic.

Six of the top 10 oil exporting countries to the United States
rank at the bottom third of the world’s list of most corrupt coun-
tries according to Transparency International, and more than 70
percent of the global oil reserves are controlled by countries with
which the United States has tenuous and troubled relations such
as Venezuela, Russia, and Saudi Arabia.

These are the people we cut deals with to satisfy our thirst for
oil. Our insatiable quest for more and more of it has got to come
to an end. It is a matter of not only financial stability and environ-
mental imperative, but it also goes to the core of our national secu-
rity policy.

Take, for instance, our ties with Saudi Arabia. If it were not for
United States intervention in 1991, the House of Saud would be
nothing more than a villa on the Riviera by now, and because of
its petroleum wealth it continues to enjoy unwarranted indulgence
where U.S. interests are concerned.

Blessed with the world’s largest proven oil reserves and riding on
a close relationship between Washington and Riyadh going back
some 60 years, Saudi Arabia received a free pass when it was iden-
tified as the home of 15 out of the 19 hijackers on 9/11, and it has
bristled at subsequent suggestions by the United States that it has
taken inadequate action against the private financing of terrorist
activity within its borders. But, since a steady supply of oil and a
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stable regime of whatever nature in Riyadh are key to our coun-
try’s actions in the Middle East, our Government does next to noth-
ing to pursue these matters.

Consider too the latitude we grant to Russia, the second largest
oil producer after Saudi Arabia, with increasing amounts of that
output coming to the United States. The administration talks a
great game about spreading democracy and promoting human
rights abroad, yet refuses to pressure Moscow to reverse its brutal
crackdown on political dissent.

Is it because we have a financial stake in the reliability of the
Russian oil supply and its guarantee by the state? As long as Rus-
sia uses its energy sector as a foreign policy instrument, it will con-
tinue to enjoy the upper hand.

It is important to note that even if the United States completely
switched to some other energy source tomorrow and no longer im-
ported a drop of oil we would remain vulnerable to oil-related dis-
ruptions in the rest of the world. This is because other countries,
large and small, are also hooked on petroleum.

China is the second largest consumer of oil after the United
States, and its oil consumption is expected to increase from 8 per-
cent of world demand today to 13 percent by the year 2030. To feed
its growing energy needs, China scours the globe for sources of oil
and has come to rely increasingly on supplies from Africa, includ-
ing Sudan. Is it any wonder that China has been a stubborn im-
pediment to international efforts to pressure Khartoum into bring-
ing its genocide in Darfur to an end?

Similarly, as we seek to galvanize international public opinion
and to mobilize diplomacy to put an end to Iran’s quest for nuclear
arms, we are once again handicapped by the world’s dependence on
oil. Iran continues to cut lucrative deals with other countries in-
volving its energy sector, which directly benefits Tehran’s quest for
nuclear weapons.

It is able to do so because the European Union and others are
reluctant to compromise their steady oil supply in favor of inter-
national nonproliferation goals. They are willing to flirt with the
threat of nuclear disaster to keep the oil flowing.

Creating viable and renewable energy alternatives to oil is clear-
ly a matter not only of U.S. foreign policy interest, but also a mat-
ter of global security.

Unfortunately, it took 5 years for the current administration sud-
denly to wake up to the fact that the United States is addicted to
oil, as President Bush announced last year. A new office to coordi-
nate international energy priorities was only just created. I am
glad that the administration finally has acknowledged our energy
insecurity, but the rhetoric must be followed by decisive action.

We need to continue to press for higher CAFE standards so that
the vast majority of vehicles in the United States will be more fuel
efficient. We have to put real resources into research and develop-
ment of alternative fuel sources with the aim to replace petroleum
altogether. We must immediately step up national efforts at energy
conservation, which is an immediate and effective way to wean our-
selves away from oil and gas.

It is clear that the United States cannot be completely energy
independent, but the goal of reducing our energy dependence is
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within our reach, and stabilizing the supply of energy is and should
remain a key component of United States national security. Our
energy and foreign policies are inextricably bound.

I am now delighted to turn to my friend and colleague from Flor-
ida, the ranking member of the Foreign Affairs Committee, Ms.
Ileana Ros-Lehtinen.

Ms. RoS-LEHTINEN. Thank you so much, Mr. Chairman. Thank
you for yielding me the time.

As the title of this hearing highlights, energy independence and
reducing demand for oil and gasoline is not just an environmental
problem, but a national security issue. A critical development re-
garding this most important of resources is that it is being lever-
aged by enemies of the United States and the west in general as
a weapon to undermine our foreign policy efforts overseas.

Another critical problem regarding our dependence on foreign oil
sources is not economic or technological, but political. This natural
resource is concentrated in regions such as the Persian Gulf that
are characterized by enduring instability and in countries such as
Iran and Venezuela that are actively anti-United States.

The lure of riches from oil has focused the attention of countries
around the world on exporting as much of it as they can find and
develop. Russia and Kazakhstan, to only name a few, are rapidly
expanding production. With vast resources and untapped reserves,
these countries are planning for massive increases in output and
sales on the world market.

Russia is already the world’s second largest producer after Saudi
Arabia and has only begun to tap its enormous potential. Already
it is using its rapidly increasing output of oil and gas to exert polit-
ical pressure on its neighbors; not merely on countries such as
Ukraine and Georgia, but instead on all of Europe, which is becom-
ing increasingly dependent on Russian energy.

Other potential sources of oil pose challenging problems. Finding
and extracting the oil are only the first hurdles. Getting the oil to
market is a major challenge in itself not only technologically, but
strategically. Here again foreign leaders seek to destroy free access
to the market by securing monopoly control over other countries’
exports, be that by pipeline, by ship or other means.

Our interests call for creating as many options as possible in
order to reduce the ability of any enemy to choke off our supply.
To address this problem, the United States and other countries
have invested considerable resources in constructing oil and gas
pipelines through Turkey, for example, as part of a larger effort to
reduce the world’s dependence on Russia’s unreliable cooperation
even as we encourage that country to increase its own production.

A far greater strategic problem is the Middle East where two-
thirds of the world’s oil reserves are concentrated. The most vulner-
able location of all is the Strait of Hormuz through which a signifi-
cant percentage of the world’s oil supply moves. The strait itself is
a narrow choke point where a danger of collision from the high
ship traffic alone is a major source of concern.

But the greatest threat is from Iran, which has made clear its
intention to assert a commanding role over the entire Persian Gulf.
The threat is not hypothetical. Iran’s so-called Supreme Leader has
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warned that his country would disrupt the world’s oil supply if it
is attacked.

As a result of Iran’s growing power, just today it is being re-
ported that other Gulf States are considering a series of options for
oil pipelines to bypass the Iran dominated strait. A report by the
Dubai-based Gulf Research Center has proposed six options for a
trans Gulf pipeline. This project will give a new boost to the sta-
bility of oil says the security analyst at the Gulf Research Center.

One option called for a 2,500 kilometer pipeline that would move
through Kuwait, Saudi Arabia and the United Arab Emirates to
the Omani capital of Muscat on the Arabian Sea. Another proposal
would end in Yemen. The study noted that any overland pipeline
must be protected from insurgency attack.

Given that the U.S. oil supply is inseparable from that of the
world as a whole, we need a global strategy. However, securing
global cooperation is not an easy feat. After all, for years we have
been trying to convince our allies to do the right thing and to stop
investing in Iran’s energy sector and deny the regime the financial
resources to engage in its threatening activities.

Instead, what we have seen is a rush to provide Iran an eco-
nomic lifeline by increasing investments in Iran’s energy sector and
doing whatever is necessary to generate a profit. Just today we see
reports that the head of France’s oil group, Total, is being held in
custody over suspected corruption and bribery to gain a gas con-
tract in Iran in 1997.

The pursuit of Iranian oil and gas by western European, Asian
and Russian entities does not stop there. Foreign governments’ ex-
port credit agencies are subsidizing many of these investments in
Iran. To address this loophole, I introduced H.R. 957, the Iran
Sanctions Amendments. This bill was overwhelmingly adopted by
our committee on February 15. However, we understand that due
to objections from the Democrat Majority of other committees the
report has not yet been filed.

This is of grave concern to me, Mr. Chairman. I would like to
highlight that the language in H.R. 957 was adopted by the full
House last year as part of my Iran Freedom Support Act co-spon-
sored by our chairman, Chairman Lantos, and over 360 other Mem-
bers of the House.

All of the other committees of jurisdiction discharged the legisla-
tion so that it could move quickly to the Floor. In the end, the lan-
guage was not included in the version that became law due to other
provisions taking precedence. It is my hope that this noncontrover-
sial Iran bill, H.R. 957, and my Iran divestiture bill, H.R. 1357, will
be moved expeditiously to the Floor.

Our focus today is on oil, but I want to take this opportunity to
highlight an emerging threat to the global supply of natural gas
that the U.S. must take action to stop, namely the creation of an
OPEC for natural gas.

Through its artificial scarcities and efforts to destroy any sem-
blance of a free market in oil, OPEC has done nothing but harm
to the world. Now there are troubling efforts by Russia and other
major producers such as Iran to set up a similar cartel for natural
gas. It must be a priority for the United States to stop this in its
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track if we are to prevent yet another permanent threat to arise
to the world’s energy supplies.

Let me end my remarks, Mr. Chairman, by saying that we can
talk about solutions to our problems that may be decades away, but
we must focus our efforts on practical objectives that can be accom-
plished in the here and now.

I would ask the chairman if I could enter a statement by Can-
ada, the Embassy of Canada, on the issue of foreign policy and nat-
ural security implications of oil dependence for the record.

Chairman LANTOS. Without objection.

Ms. Ros-LEHTINEN. Thank you, Mr. Chairman.

[Some of the information referred to follows. The presentation
pages that accompanied the statement, however, are not reprinted
here but are available in committee records.]



Government of Alberta Office
Washington, DC

March 21, 2007

The Honorable Ileana Ros-Lehtinen
U.S. House of Representatives

2160 Rayburn House Office Building
Washington, DC 20515-0918

Dear Representative Ros-Lehtinen,

Tomorrow’s hearing on Foreign Policy and National Security Implications
of Oil Dependence is a topic of great importance to Alberta. We view
continental energy security as key area of discussion for both of our
jurisdictions and hope to continue an open dialogue on this topic.

Canada is home to the world’s second largest oil reserves and has been the
#1 supplier of crude oil to the USA for six consecutive years, chiefly due to
growing production from Alberta’s oil sands. Canada is also the largest
provider of natural gas to the USA, with the lion’s share provided by the
province of Alberta. In fact, Alberta alone supplies the US with 12% of its
total natural gas consumption, lighting-up 1 out of every 7 American homes.

As the United States’ most stable and secure supplier of energy, Alberta is
poised at the hub of what will be the largest energy corridor in history —
running from the Alaska and Canadian Arctic, down the spine of the Rocky
Mountains and to the US Gulf Coast. The Alberta hub will supply North
America’s integrated energy market with enough energy to fuel the North
America’s economy for the next 100 years. Alberta’s oil sands will play a
major role as they triple in output over the next decade to over 3 million
barrels of production per day, with much of this new supply destined for the
US market.
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Embassy of Canada
501 Pennsylvania Avenue, NW
Washington, DC 20001
Telephone: (202) 448-6475 Fax: (202) 448-6477
albertainwashington@canadianembassy.org



Government of Alberta Office
Washington, DC

In addition to our massive hydrocarbon resources, Alberta continues to be a
leader in establishing and enforcing environmental standards. We were the
first, and only, Canadian province to legislate greenhouse gas reductions.
We are also Canada’s largest producer of wind power and are investing in
technology and infrastructure and capture, transport and permanently store
carbon dioxide emissions from oil sands development. These initiatives are
in addition to already strict guidelines for energy development, including a
requirement for complete site remediation for oil sands leases.

As former Minister of Energy for Alberta and the province’s Official
Representative to the United States, I would be pleased to meet with House
Foreign Affairs Committee members or staffers, or to testify before the
Committee, regarding the vital role Alberta plays in North American energy
security.

Attached is a recent presentation that provides an overview of the role
Alberta plays in the North American market. I look forward to future
discussions on this topic.

174
Murray Smith

Minister-Counsellor

Sincerely,

(R4 ]

Embassy of Canada
501 Pennsylvania Avenue, NW
Washington, DC 20001
Telephone: (202) 448-6475 Fax: (202) 448-6477
albertainwashington@canadianembassy.org
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Ms. Ros-LEHTINEN. I have to go to another previously scheduled
meeting, but I will be back for the questioning period.

Chairman LANTOS. We look forward to having you.

Ms. RosS-LEHTINEN. Thank you.

Chairman LANTOS. I would be delighted to give all of my col-
leagues 1 minute for opening statements. We will begin with Am-
bassador Watson.

Ms. WATSON. Thank you, Mr. Chairman.

As the President has acknowledged and you have repeated today,
America is addicted to oil. Like any addict, when we are under the
influence we tend to do some pretty crazy things.

While under the influence, we invaded a country halfway around
the world that posed no direct threat to U.S. territories and citi-
zens. While under the influence, we have propped up intolerant
and despotic regimes that abuse their own people and thus foster
the hateful ideology of groups like al-Qaeda.

While under the influence, we have given those same despots a
virtual veto over United States policies in the Middle East and
have put our ally, Israel, at risk. While under the influence, we
continue down a path of development that is ultimately
unsustainable as it depends on the finite resource of fossil fuel de-
posits and that through global warming threatens to make our
planet less hospitable to human life.

Mr. Chairman, America needs to drop this habit. I want to work
with you and the rest of our colleagues to lead the intervention. We
have the technology today to ensure that we consume a lower vol-
ume of fossil fuels. We need to invest more in supporting renew-
ables, but we also need to ask every American to join us in this
effort to reduce energy consumption.

America has faced challenges like this before, and we have al-
ways succeeded, but only after we acknowledge both the true scale
of the problem and what sacrifices we need to make to find victory.
I think the President has led us down a path that takes us dubi-
ously somewhere, but it is up to us to really mark the rest of the
way.

I am looking forward to the testimony, Mr. Chairman, and thank
you very much.

Chairman LANTOS. Thank you.

Congressman Burton.

Mr. BURTON. Thank you, Mr. Chairman.

We have been fighting this energy battle since the Carter admin-
istration when we had gasoline lines that went for blocks and
blocks and block. There are a lot of Presidents that could have done
more and should have done more, but this President has suggested
that we drill in the ANWR in an environmentally safe way where
we could get at least 1 million barrels of oil a day and probably
more.

Your Majority, Mr. Chairman, has stopped us dead in our tracks.
This administration has also talked about drilling offshore in an
environmentally safe way, but we have been stopped dead in our
tracks by the Democrat Majority.

Mr. Chairman, right off the coast of Cuba China is going to be
drilling for oil, and yet we can’t drill off the coast of Florida in ap-
proximately the same area, so China is getting the benefit of it
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while Americans continue to say we need more oil and we can’t get
it. We really need to think about environmental problems, but also
energy that we can get in an environmentally safe way right here
in the United States.

Finally, we have hundreds of years, I have been told, of supply
of natural gas in the ground if we could just go after it. Once again
the environmental extremists have stopped us through the Demo-
crat Majority in this Congress from being able to do that. We
should be energy independent. We can move rapidly in that direc-
tion if we could just get the Majority in this Congress to start being
realistic.

I still love you, Mr. Chairman. Thank you very much.

Chairman LANTOS. I appreciate that, Mr. Burton.

The gentleman from Georgia, Mr. Scott.

Mr. ScorT. Thank you very much, Mr. Chairman. This is indeed
a very important and essential hearing.

Let me start off by saying we did not leave the Stone Age be-
cause we ran out of stone, nor will we leave the Oil Age because
we have run out of oil. What will happen first is we will run out
of civilization.

If we continue to premise our energy policy on not only a dwin-
dling nonrepetitive resource like oil, but a very destructive element
such as oil, civilization will not last. Oil will be here and mankind
will be gone simply because if we continue with our predominance
of our energy needs on oil the heeding impact, the carbon dioxides
that are put into the air, scientist after scientist have told us the
earth will not survive as long as we have this overdependence on
oil as our energy. Civilization will not be around. That is how pro-
found this is.

It is beyond the Middle East now. It is beyond all of that. It is
with our collective will to look beyond oil and to understand that
our future does not rest in drilling into the earth, but being able
to use the bountiful crops, the alternative means of energy that do
not damage this earth, do not damage the atmosphere, but provide
for a way such as cellulosic and granular ethanol, such as using hy-
drogen, such as using those kinds of clean, renewable energies that
will not only fulfill our energy needs, but will allow us to maintain
the flow of human life on this planet for which all dependency will
destroy.

Chairman LANTOS. Thank you.

Mr. Royce of California.

Mr. RoycCE. Thank you, Mr. Chairman.

Maybe some of our witnesses might want to comment on this
theme or this idea, but over the years I have been very interested
in diversifying our sources of energy, and what I have tried to do
is promote the concept of Africa’s emergence as a major supplier for
the United States. In 10 years, one-quarter of our oil imports are
expected to come from Africa into our markets here. You know, at
that point in time we might be seeing from North Africa and West
Africa as much oil as we do from the Persian Gulf.

If African countries are going to reach their energy potential and
if Africans are going to benefit from their resources, it is important
that we be doing what we need to do right now to promote trans-
parency in Africa in that regard. This will be increasingly difficult
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because I believe that the business practices that China is bringing
to Africa right now is corroding or undermining the goal of trans-
parency in this regard in oil. Those business practices need to be
improved.

Terrorism is the other big concern that I have in terms of the im-
pact it is going to have. The terror premium is already factored
into the price of a barrel of oil. We have taken steps to improve
security at home, but a successful attack on energy oil infrastruc-
ture abroad either in Africa or the Middle East would really hurt
us.

Given the integrated energy markets and the tightness of supply,
I think we can readily see what that impact would be, so we should
be doing more to lessen that risk abroad, and I would like to see
some comments on that point as well.

Thank you again, Mr. Chairman.

Chairman LANTOS. Thank you very much.

Before recognizing my next colleague, I want to recognize the
most distinguished former Member of Congress who is in the audi-
ence from the state of Texas, Mr. Martin Frost.

Martin, we are delighted to have you. You have done so much to
make this institution a substantive and viable body, and we are de-
lighted to have you back.

I am pleased to call on my friend from Arizona, Congresswoman
Giffords.

Ms. GIFFORDS. Thank you, Mr. Chairman. I appreciate you hold-
ing a hearing on such an important topic. Reducing our dependency
on foreign oil is not only sound energy policy, but will help
strengthen the long-term national security and economic vitality of
our Nation as well.

The statistics are truly staggering if you take the time to look
at them. The United States is only 5 percent of the global popu-
lation, yet currently we use 25 percent of the world’s oil. We rely
on foreign sources for about 65 percent of that amount.

When you look at China, you look at India, you look at these
other populations and how they are transforming their demand for
oil coupled with our demand for oil, it is truly a crisis waiting to
happen.

Another statistic which is important is that we currently sit on
only 3 percent of the entire oil reserves. The Persian Gulf has ap-
proximately two-thirds of the world’s reserves. We simply cannot
drill our way out of this problem.

For the 5 years leading up to the war in Iraq, the United States
spent over $5 billion per year that went to Saddam Hussein to pay
for Iraqi oil. The international oil market continues to funnel
money to countries that are hostile to the United States such as
Iran and Venezuela.

Ending our addiction on foreign oil, investing in renewable en-
ergy and achieving true energy independence, I believe, is the Apol-
lo mission of the future. When you look through the past history
of time, those civilizations that have been innovative, those that
have developed new technologies, have been the civilizations that
have led. We need to lead today, Mr. Chairman.

I could speak at length about something that comes from my
home state of Arizona. If we use less than one quarter of 1 percent
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of the land in my state that could be converted over to solar gen-
eration, that could supply all of the state’s electricity needs. It is
pretty important to look at that, at the possibilities that we have
just in my home state of Arizona.

Yesterday, former Vice President Al Gore spoke about changing
the CAFE standards and embracing hybrid technology. President
Bush recently stated a goal of producing 35 billion gallons of re-
newable and alternative fuels by 2017. These are goals that are
achievable, and this new Congress has the opportunity to do that.

Again, Mr. Chairman, I just appreciate you bringing the atten-
tion today to this important topic. This truly is our future, and I
just appreciate the opportunity. Thank you.

Chairman LANTOS. Thank you very much.

Mr. Tancredo I understand passes. Mr. Fortenberry.

Mr. FORTENBERRY. Thank you, Mr. Chairman. Just very briefly,
I am very grateful to you for your willingness to hold a hearing on
this topic.

This is one of the most important questions of our day as to how
do we untangle foreign policy considerations from our overdepend-
ence on foreign oil. Since a few members have touted some of their
home state’s initiatives in this regard particularly in terms of rural
renewable energy, I should mention a couple of projects as well.

I think that as a nation we need to begin to write a new book
on energy policy that began several years ago with the new energy
act. Back in Nebraska we have several just magnificent projects
that are leading the way in helping to answer these fundamental
questions.

One is a cattle feedlot. The manure is captured, turned through
a patented process methane, which is then used to fire an ethanol
plant that distills a grain byproduct from the ethanol plant. The
corn that went into the plant is then fed back to the cattle. This
closed-loop energy system moves the energy output to input equa-
tion to five to one versus a traditional ethanol plant using grain-
based sources, which is less than two to one.

This is again a small chapter in the overall energy portfolio for
our Nation, but it is one of the answers that we have to aggres-
sively develop because there are such severe foreign policy implica-
tions in our overutilization of foreign oil.

Thank you, Mr. Chairman.

Chairman LANTOS. Thank you very much.

Mr. Klein.

Mr. KLEIN. Thank you, Mr. Chairman. I again appreciate your
bringing this forth.

This is something those of us as new members who just ran cam-
paigns back in our districts probably heard more on this issue than
any other because it relates to our foreign policy, it relates to a new
economy of jobs and it relates to the environment. You can go any-
where around the United States, and one of those elements will be
at the top of people’s minds and their list.

I also believe very much so in what many of the members have
said today. The United States has always led in innovation, and
this is truly an opportunity for this century to be our Manhattan
Project or the Apollo Project, as Ms. Giffords said.
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Whether it is solar, wave, wind, ethanol, any one of the combina-
tions, the competitive market should have a lot to do with that, but
the United States Government, along with the private sector, needs
to work together on this.

Specifically, the gentlemen, as you are speaking today, can also
comment on Venezuela. Venezuela obviously supplies currently
about 11 to 13 percent of our petroleum on a daily basis, and be-
cause of the view that Mr. Chavez may be certainly an unreliable
partner in the supply of oil to the United States, what impact may
there be in the near term and the long term in terms of Mr. Cha-
vez cutting off, reducing some of the oil exports that come to the
United States, his newfound relationship with Ahmadinejad of Iran
and the collaboration that may come to pass with their views and
their relations or lack of relations with the United States? What
implications does this have in the supply of oil to the United
States?

Thank you, Mr. Chairman.

Chairman LANTOS. Thank you very much.

The gentleman from New Jersey, Mr. Sires.

Mr. SIRES. Thank you, Mr. Chairman. I will be very brief. I want
to thank you for holding this hearing. It seems like every hearing,
one is more important than the next, but this is certainly very im-
portant.

I just want to when you get a chance comment on China’s in-
volvement off Florida. How is that going to impact the world?

Thank you very much.

Chairman LANTOS. Thank you.

Finally, our colleague from New York, Mr. Engel.

Mr. ENGEL. Thank you, Mr. Chairman. I am delighted of course
to serve on this committee. My other committee is Energy and
Commerce, and I am one of the founders of the Oil and National
Security Caucus because I believe that the problem we have with
oil is very important to our national security.

We are funding both sides of the war on terror. We are fighting
terrorism, and yet we are adding money to the coffers of people in
countries like Saudi Arabia that are trying to use terrorism to fur-
ther their ends. I agree with what the President has said in two
consecutive States of the Union addresses about weaning us off of
Midgle Eastern oil and oil in general, but we need action, not just
words.

Global demand is soaring, and much of the revenue is flowing
into the coffers of governments like Iran, Saudi Arabia, Russia and
Venezuela. Since I am chair of the Western Hemisphere Sub-
committee I am concerned about Venezuela, and these countries’
intentions are questionable, if not outright dangerous.

I want to also mention that I am the sponsor of the bipartisan
DRIVE Act, along with Congressman Kingston. It is bipartisan leg-
islation which if passed today would in the very near term create
the incentive to reduce our oil dependence. Many of our colleagues
on this committee have already added their names as co-sponsors,
and I urge all to join this important effort.

I look forward to the testimony, and I thank you, Mr. Chairman,
for holding this hearing.

Chairman LANTOS. Thank you very much.
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Today we have an extraordinarily expert and distinguished
panel. First we will hear from John Deutch, who is currently serv-
ing as a professor at the Massachusetts Institute of Technology. He
served as director of our Central Intelligence Agency and in a num-
ber of critical positions in both the Department of Energy and the
Department of Defense.

Recently he co-chaired an independent task force on energy and
U.S. policy for the Council on Foreign Relations. His insights will
be invaluable to this committee, having studied this topic both
within and outside the administration.

Next we will hear from Dr. Daniel Yergin, chairman of Cam-
bridge Energy Research Associates. A scholar and a Pulitzer Prize
winner, Dr. Yergin is a highly respected authority on international
energy policy serving as a global energy analyst for government
bodies, public policy institutions and media. I look forward to your
frank assessment, Dr. Yergin.

Finally, we are delighted to have Dr. Ariel Cohen, who serves as
a senior fellow at The Heritage Foundation, who will offer his per-
spective, drawing upon his deep experience in the field of inter-
national energy security. He is a noted author, and I appreciate his
participation in our program.

We will begin with you, Professor Deutch.

STATEMENT OF THE HONORABLE JOHN M. DEUTCH, PRO-
FESSOR, MASSACHUSETTS INSTITUTE OF TECHNOLOGY
(FORMER DIRECTOR, CENTRAL INTELLIGENCE AGENCY)

Mr. DEuTCH. Thank you very much, Mr. Chairman. I am very
pleased to be here today to speak with you about the national secu-
rity and foreign policy implications of oil import dependence.

I want to briefly speak to you about the realities of this depend-
ence, myths about what can be done to get rid of it and the third,
the promise of future benefits for Americans if we take needed ac-
tion today.

The views I express are my own, but, as the chairman men-
tioned, I was co-chair with Jim Schlesinger of the Council on For-
eign Relations Task Force on the National Security Consequence of
U.S. Oil Dependence, and it has shaped my views.

Let me begin with the realities. The first and most important re-
ality is that we should expect for at least the next two decades the
United States to continue to consume greater amounts of petro-
leum and to remain dependent on imported oil, much of it from the
politically fragile and unfriendly states of the Middle East.

The second reality is that we will not run out of oil, but that the
real price of petroleum on average should be expected to increase
for the consumers in this country. This is because we are running
out of low-cost supplies of oil, and we need to turn to progressively
more costly sources first from deep offshore regions and remote re-
gions of the world, then from tar sands, from shale and from syn-
thetic liquids from coal.

This dependence is not new. It has been growing at a steady pace
since I joined the Department of Energy when it was formed in
1976. The United States has been unwilling to adopt and sustain
policy measures that would reduce this dependence.



14

This oil dependence has extremely important national security
costs, and almost every one of the members of the committee have
mentioned one or another aspect of it. I want to just simply cite
three examples.

The first is Iran. Clearly the fact that Iran is providing 2.5 mil-
lion barrels of oil per day to world oil markets means that that oil
dependence has to be taken into account as we consider the other
important foreign policy objectives we have with respect to Iran,
principally and foremost to keep them from acquiring a nuclear
weapon and, secondly to stop them from fiddling around in Iragq.

So the fact that we and our allies and our closest partners are
dependent on oil imports means that we must compromise our for-
eign policy objectives, and that is a very bad thing for our country.

Russia. Russia has made it clear that its intent is to use its oil
and gas reserves to promote its global interests. It does so in its
exports of natural gas to Western Europe and Eastern Europe. It
does so in the placing of its new pipelines in the Central Asian re-
gion and pipelines which will be going east to China and to Japan.

Venezuela. Congressman Klein mentioned Venezuela. Quite
properly the case, Chavez’s oil revenues permits Chavez to pursue
domestic policies and foreign policies in South America which are
not in the democratic tradition of that country and not in interest
of the United States.

There are four new elements that I want to draw your attention
to that I believe make this oil dependence a more serious security
issue. The first is the increasing demand from the rapidly emerging
economies such as China and India. They are now projected to be-
come the central new consumers of oil in world oil markets. They
are making extensive efforts in Africa, elsewhere in the world,
Cuba, to lock up oil supplies in that area.

The second trend is a move from the role of international oil com-
panies such as Exxon Mobil or Chevron to national oil companies
that represent the interests of the major resource holding states.
When 1 joined the Department of Energy in 1977, about 15 or 20
percent of the reserves and production of oil in the world were in
the hands of national oil companies. The remainder were in the
hands of international private corporations.

Today that percentage is about reversed and national oil compa-
nies pursue their interests in production and production arrange-
ments, which of course fulfill and advance the political ambitions
of their countries.

The consequence of this rapid growth in demand for energy from
emerging economies and from the increasing control of the national
oil companies has been a growth in state-to-state arrangements
where there are arrangements between producers and these new
consumers which are not arrived at in commercial terms, but in-
clude political and other aspects which influence the relationship—
military assistance, economic assistance, trade concessions.

The purpose of these concessions is to establish a new political
relationship between the producing countries and the new import-
ing countries that will secure advantageous access to resources on
the one hand and political advantage on the othe